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SUBJECT:SHIPPING DISCRIMINATION: IRANIAN GOVERNMENT 
CARGO RESERVATION POLICY 

1 . DEPARTMENT HAS RECEIVED AUTHORITATIVE INFORMATION THAT 
NATIONAL IRANIAN COPPER INDUSTRIES (NICIC) IN IULY ISSUED 
INSTRUCTIONS THAT ALL CARGOES FOR NICIC'S SAR CHESHMEH 
PROJECT MUST BE SHIPPED ONLY ON VESSELS OF ARYA NATIONAL 
SHIPPING LINES AND THAT NICIC WOULD NOT BE RESPONSIBLE FOR 
PAYMENT OF FREIGHT CHARGES FOR CARGO SHIPPED ON VESSELS OF 
OTHER LINES. 

2. DEPARTMENT WOULD APPRECIATE EMBASSY SEEKING CONFIRMATION 
OF THIS NICIC POLICY. EMBASSY ALSO REQUESTED TO DETERMINE 
WHET ;ER NICIC POLICY IS RESULT OF BROADER DIRECTIVE FROM 
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ANOTHER GOVERNMENT AGENCY OR AUTONOMOUS DECISION BY NICIC. 

3. UNLESS EMBASSY BELIEVES INFORMATION DEPARTMENT HAS 
RECEIVED TO BE INACCURATE, EMBASSY SHOULD EXPRESS SERIOUS 
CONCERN TO APPROPRIATE GOI OFFICIALS OVER THIS CARGO 
RESERVATION POLICY AND URGE THAT IT BE CHANGED. 
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4. FOLLOWING ARE POINTS WHICH EMBASSY SHOULD MAKE TO GOI 
OFFICIALS: 

A) USG RECOGNIZES THAT A DEGREE OF CARGO RESERVATION 
FOR GOVERNMENT OWNED OR FINANCED CARGOES IS STANDARD 
INTERNATIONAL PRACTICE. HOWEVER, THE USG IS CONCERNED 
THAT NICIC POLICY ATTEMPTS TO RESERVE 100 PER CENT OF 
SUCH CARGO, MAKING NO PROVISION FOR CARRIAGE BY TRADING 
PARTNERS. (U.S. CARGO PREFERENCE LAWS FOR USG-OWNED 
OR FINANCED CARGOES GENERALLY RESERVE 50 PER CENT FOR 
U.S.-FLAG VESSELS, LEAVING THE OTHER HALF FOR THE 
VESSELS OF THE TRADING PARTNER CONCERNED OR FOR THIRD- 
FLAG VESSELS.) 

B ) WE UNDERSTAND THAT GOVERNMENT ENTERPRISES ACCOUNT 
FOR ROUGHLY 40-50 PER CENT OF IRANIAN ECONOMY. HENCE, 
RESERVATION OF GOVERNMENT CARGO WOULD HAVE MUCH GREATER 
IMPACT IN IRAN'S TRADES THAN IN THOSE OF MOST OTHER 
MARKET ECONOMY NATIONS, AND 100 PER CENT RESERVATION OF 
SUCH CARGO IN U.S.-IRAN TRADE WOULD DO SERIOUS INIURY TO 
U.S.-FLAG OPERATORS IN THAT TRADE. 

C) IRAN'S SHIPPING LINES BENEFIT FROM PERMISSION GRANTED 
BY U.S. MARITIME ADMINISTRATION (MARAD) TO CARRY UP TO 
50 PER CENT OF CARGOES FINANCED BY U.S. EXIMBANK. 

MARAD CAN GRANT THIS PERMISSION, HOWEVER, ONLY IF IT IS 
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SATISFIED THAT THE RECIPIENT GOVERNMENT PROVIDES QUOTE 
FAIR AND EQUITABLE TREATMENT UNQUOTE FOR U.S.-FLAG 
SHIPPING. 100 PER CENT CARGO RESERVATION WOULD NOT BE 
CONSIDERED QUOTE FAIR AND EQUITABLE. UNQUOTE. 

5. FOR EMBASSY INFORMATION, PRINCIPAL U.S. CARGO PREF- 
ERENCE LAWS APPLICABLE TO CIVILIAN U.S. GOVERNMENT CARGO 
ARE CARGO PREFERENCE ACT OF 1954 AND PUBLIC RESOLUTION 17. 
FORMER APPLIES MAINLY TO AID AND PL-480 CARGOES AND 
REQUIRES THAT 50 PER CENT OF SUCH CARGOES BE CARRIED ON 
U.S.-FLAG VESSELS. PR 17 REQUIRES THAT EXIMBANK CARGOES 
BE CARRIED ON U.S.-FLAG VESSELS, EXCEPT THAT MARAD MAY 
(AND ROUTINELY DOES) GRANT GENERAL WAIVERS ALLOWING 
RECIPIENT COUNTRY'S VESSELS TO CARRY UP TO 50 PER CENT 
WHEN IT IS SATISFIED THAT QUOTE FAIR AND EQUITABLE 
UNQUOTE CONDITIONS NOTED ABOVE EXIST. CHRISTOPHER 
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